In the remarks which follow, cohesion policy will be understood as the endeavour to give support to the peripheral economies in the Community-Greece, Portugal, Spain, the Republic of Ireland, Northern Ireland and Italy's Mezzogiorno-in their efforts to catch up and to develop in the economic, social welfare and technological fields. Regional policy as such needs to be distinguished from the latter in as far as its area of concern is support for individual areas within just one national economy?
The EC's southward expansion was a case of "asymmetrical integration", for the level of development in the new member countries was a substantial way behind the average among the existing members at the time. Having said that, Spain was nevertheless a rather different case from the other two new entrants: its per capita gross * Technical University of Berlin, also external collaborator of the Stiftung Wissenschaft und Politik, Ebenhausen, Germany. This article was written as part of a research project supported by the Volkswagen Foundation and entitled "Griechenland und die Europ~.ische Gemeinschaft: Was kommt nach 1992?" national product at the time it entered the EC (ECU 9,111) lay roughly midway between the values for Greece and Portugal on the one hand (ECU 7,205 and ECU 6,617 respectively) and the average for the previous Community members (ECU 12, 684) .
Different theoretical approaches exist to the integration between economies with markedly different levels of development, and these are paralleled by equally divergent policy orientations :2 [] One group bases its approach on the polarization theo~ which assumes that the economies in the EC's core regions possess a number of specific advantages (Iocational advantages, lower information and transaction costs etc.) which lead to more rapid economic growth there than in the peripheral economies. In this view, unless governmental corrective measures are taken -at national or EC levels -the peripheral economies will not have any chance of keeping pace with the others, let alone of closing the gap on those ahead of them.
[] An alternative approach is based on the neo-classical theorem which states that regional differences in REPORT development will be balanced out overtime byway of price and cost differentials if greater freedom of movement is given to the factors of production. This approach places its faith in liberalization and in self-regulatory market forces, thus contradicting the theory of unequal development. The line is that integration does not consolidate divergences in development, but rather that it provides the opportunity for convergence.
It will be apparent from this theoretical background that the Single European Act represents a compromise between the liberalization of market forces and the controlling influence of governments. The programme to establish the single internal market is in line with neoclassical concepts of integration, whilst the cohesion policy at the same time takes account of the misgivings that it might encourage polarization. There can of course be no mistake that this compromise solution was virtually the only way of gaining political acceptance for the SEA within the Community, and the less developed member countries were ultimately able to use their powers within EC governing bodies to have the policy of cohesion built into the Act, later secu ring the doubling of the volume of the Structural Funds and making sure that their applicability would be concentrated on the regions with weaker economies.
Having outlined these background considerations, it is now possible to pose the questions one would like to obtain an answer to in the empirical analyses below: What effects of entry can be ascertained in the three Southern European countries after their relatively short period within the Community, and what are the instruments used to execute cohesion policy, on what scale, and with what consequences?
Effects of Liberalization
The current level of sophistication in research on integration makes evaluating integration effects a problematical affair. The difficulties arise both in establishing what changes have actually occurred and then in attributing them to specific causes. Thus a number of static effects which have resulted from EC membership can be ascertained, but not what dynamic changes those effects may have generated. The main problem, though, is that of attribution. How can an effect be linked to EC membership without the knowledge of what would have happened if the country concerned had not joined the Community?
The establishment of a customs union always brings with it changes in trade flows. The obligation to liberalize trade which went with EC membership (involving reductions both in tariffs and in other barriers to trade) also had a lasting detrimental effect on the intra-EC trade balance of all three newly joining countries. This change is apparent in Figure 1 , where there can be seen to have been a substantial deterioration in the balance of trade in all three countries, as a result of a wave of imports from the EC. Greece's deficit was still just 4.5% of its gross domestic product in 1980, but that share had shot up to 7.2% in 1981. The corresponding figures for Portugal are the 0.1% deficit it had in 1985 which rose to 2.3% in 1986. In Spain, a small surplus of 1.2% of GDP in 1985 turned into a deficit of 0.3% the following year.
Although an important part is attributed to net transfers to the new member countries from the EC budget, a still more important factor would nevertheless appear to be private-sector imports of capital, particularly in the form of direct investment. The latter is expected to help build up modern industries, to create jobs, to increase productivity and to raise the overall technological level.
Since their entry into the EC in 1986, direct investment in Spain and Portugal has risen strongly (cf. Figure 2) . Foreign investment in Portugal in 1988 was three times that in 1984, while there was a fourfold increase in Spain. In both countries, then, investment from abroad acted as a substantial stimulus to total investment? In Spain, the
